
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC S E R V I C E  COMMISSION 

* * * * * 

I n  t h e  Matter of :  

A P P L I C A T I O N  OF LICKING VALLEY RURAL ) 
ELECTRIC COOPERATIVE CORPORATION 1 CASE NO. 9 4 7 5  
FOR A N  ADJUSTMENT OF RATES 1 

O R D E R  

I T  I S  ORDERED t h a t  L i c k i n g  V a l l e y  R u r a l  E l ec t r i c  

C o o p e r a t i v e  C o r p o r a t i o n  ( "Licking Valley") shall f i l e  a n  o r i g i n a l  

a n d  12 copies of t h e  f o l l o w i n g  i n f o r m a t i o n  w i t h  t h i s  Commission, 

with a copy to a l l  p a r t i e s  of record, by J a n u a r y  23, 1 9 8 6 ,  or 

w i t h i n  4 weeks  a f t e r  t h e  f i l i n g  of t h e  a p p l i c a t i o n ,  w h i c h e v e r  is 

l a t e r .  Each copy of t h e  da t a  r e q u e s t e d  s h o u l d  be placed in a 

bound volume w i t h  e a c h  i t e m  t a b b e d .  When a number of s h e e t s  a re  

r e q u i r e d  for a n  item, each s h e e t  s h o u l d  be a p p r o p r i a t e l y  i n d e x e d ,  

for example, I t e m  l ( a ) ,  Sheet 2 of 6.  L i c k i n g  Valley shall 

f u r n i s h  with e a c h  response t h e  name of the w i t n e s s  who w i l l  be 

available a t  t h e  p u b l i c  h e a r i n g  €or responding to q u e s t i o n s  

c o n c e r n i n g  e a c h  area of i n f o r m a t i o n  r e q u e s t e d .  C a r e f u l  a t t e n t i o n  

s h o u l d  be given to c o p i e d  mater ia l  to i n s u r e  t h a t  i t  is l e g i b l e .  

If n e i t h e r  t h e  r e q u e s t e d  i n f o r m a t i o n  n o r  a motion f o r  a n  e x t e n s i o n  

of t i m e  ie filed by t h e  s t a t e d  d a t e ,  t h e  case may be dismissed .  

I n f o r m a t i o n  R e q u e s t  N o .  1 

1. The d e t a i l e d  workpapers showing c a l c u l a t i o n s  s u p p o r t i n g  

a l l  a c c o u n t i n g ,  pro f o r m a ,  e n d - o f - p e r i o d ,  a n d  proposed r a t e  



a d j u s t m e n t s  i n  t h e  rate a p p l i c a t i o n  t o  r e v e n u e  e x p e n s e  i n v e s t -  

m e n t ,  a n d  r e s e r v e  a c c o u n t s  for t h e  t es t  y e a r  a n d  a complete 

d e t a i l e d  n a r r a t i v e  e x p l a n a t i o n  of e a c h  a d j u s t m e n t  i n c l u d i n g  the 

r e a s o n  why e a c h  a d j u s t m e n t  is r e q u i r e d .  E x p l a i n  i n  d e t a i l  a l l  

c o m p o n e n t s  u s e d  i n  each c a l c u l a t i o n  i n c l u d i n g  the m e t h o d o l o g y  

employed  a n d  a l l  a s s u m p t i o n s  a p p l i e d  i n  t h e  d e r i v a t i o n  of each 

a d j u s t m e n t .  I n d e x  e a c h  c a l c u l a t i o n  to  t h e  a c c o u n t i n g ,  pro formal 

e n d - o f - p e r i o d ,  and  proposed r a t e  a d j u s t m e n t  w h i c h  i t  s u p p o r t s .  

2. A n  a n a l y s i s  of A c c o u n t  9 3 0 - - M i s c e l l a n e o u s  G e n e r a l  

E x p e n s e s  for t h e  t e s t  period. T h i s  s h o u l d  i n c l u d e  a complete 

b reakdown of t h i s  a c c o u n t  a s  shown i n  a t tached  F o r m a t  1, a n d  a l so  

provide all d e t a i l e d  w o r k p a p e r s  s u p p o r t i n g  t h i s  analyti is .  A t  

minimum, t h e  workpapers s h o u l d  show t h e  d a t e ,  v e n d o r ,  r e f e r e n c e  

(i.e., v o u c h e r  n o . ,  etc.), dollar a m o u n t ,  and  a brief d e s c r i p t i o n  

of each e x p e n d i t u r e .  De ta i l ed  a n a l y s i s  is n o t  r e q u i r e d  for 

a m o u n t s  of less t h a n  $100 p r o v i d e d  t h e  i t e m s  a re  g r o u p e d  by 

classes as shown i n  F o r m a t  1 a t t a c h e d .  

3. A d e t a i l e d  a n a l y s i s  of c o n t r i b u t i o n s  €or c h a r i t a b l e  a n d  

p o l i t i c a l  p u r p o s e s  ( i n  cash or  s e r v i c e s ) .  T h i s  a n a l y s i s  s h o u l d  

i n d i c a t e  the amount  of t h e  e x p e n d i t u r e ,  t h e  r e c i p i e n t  of t h e  con-  

t~ i b u t i o n  , and the specif ic  a c c o u n t  charqed .  

4. A c o p y  of the a u d i t o r ' s  r e p o r t  f r o m  y o u r  most r e c e n t  

a u d i t .  

5 .  A d e t a i l e d  a n a l y e i s  of a d v e r t i s i n g  e x p e n d i t u r e s  d u r i n g  

the t e s t  period. T h i s  a n a l y s i s  s h o u l d  i n c l u d e  a breakdown of 

A c c o u n t  9 1 3 - - A d v e r t i s i n g  E x p e n s e s ,  a5 shown in Format 2 ,  attached, 

a n d  s h o u l d  a lso show a n y  a d v e r t i s i n g  e x p e n d i t u r e s  i n c l u d e d  i n  
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o t h e r  e x p e n s e  a c c o u n t s ,  T h i s  a n a l y s i s  s h o u l d  be specific a8 to 

t h e  purpose a n d  e x p e c t e d  b e n e f i t  of e a c h  e x p e n d i t u r e .  

6. A c o p y  of t h e  m o s t  r e c e n t  p u b l i c a t i o n  of t h e  Borrower 

S t a t i s t i c a l  P r o f i l e  €or  t h e  u t i l i t y  p u b l i s h e d  by t h e  R u r a l  E l e c -  

t r i f i c a t i o n  A d m i n i s t r a t i o n ,  I n c l u d e  a d e t a i l e d  n a r r a t i v e  e x p l a n a -  

t i o n  of a n y  a c t i o n  t a k e n  by t h e  u t i l i t y ' s  management, i ts Board  of 

Directors or REh based o n  t h e  r e s u l t s  of t h i s  d a t a .  

7, A s c h e d u l e  of s a l a r i e s  and  wages for t h e  tes t  year a n d  

each of t h e  5 c a l e n d a r  y e a r s  p r e c e d i n g  t h e  test y e a r  a s  shown i n  

Forma t  3, a t t a c h e d .  For e a c h  t i m e  p e r i o d  provide the amount  of 

o v e r t i m e  pay. 

8 .  A copy of t h e  c u r r e n t  hy- laws .  

9. P r o v i d e  t h e  u t i l i t y ' s  rate of r e t u r n  on n e t  i n v e s t m e n t  

r a t e  base for the test year and 5 p r e c e d i n g  c a l e n d a r  y e a r s .  

I n c l u d e  d a t a  u s e d  to c a l c u l a t e  each return. 

10 .  I n  c o m p a r a t i v e  form, a n  income s t a t e m e n t ,  a s t a t e m e n t  

of c h a n g e s  i n  f i n a n c i a l  p o s i t i o n ,  and a b a l a n c e  s h e e t  for t h e  t e s t  

year a n d  t h e  12-month p e r i o d  i m m e d i a t e l y  p r e c e d i n g  t h e  t e s t  year .  

11. A d e t a i l e d  a n a l y s i s  of e x p e n s e s  i n c u r r e d  d u r i n g  t h e  

t es t  year for p r o f e s s i o n a l  s e r v i c e s  as shown i n  a t t a c h e d  Format 4 ,  

and a l l  d e t a i l e d  w o r k p a p e r s  s u p p o r t i n g  t h e  a n a l y s i s .  A t  minimum 

t h e  work paper^ s h o u l d  show t h e  payee1 dollar a m o u n t ,  reference 

[i.e,, v o u c h e r ,  no. ,  etc . )  a c c o u n t  c h a r g e d ,  h o u r l y  ra tes  a n d  time 

c h a r g e d  to t h e  u t i l i t y  a c c o r d i n g  to oach i n v o i c e ,  and a hriet 

description of the s e r v i c e  p r o v i d e d .  I d e n t i f y  a l l  r a t e  case w o r k  

by case number. 
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12. P r o v i d e  t h e  u t i l i t y ' s  t i m e s  i n t e r e s t  e a r n e d  r a t i o  a n d  

Uebt a e r v i c e  c o v e r a g e  r a t i o ,  a s  c a l c u l a t e d  by t h e  R u r a l  E l e c t r i f i -  

c a t i o n  A d m i n i s t r a t i o n ,  for the test  year a n d  t h e  5 p r e c e d i n g  

c a l e n d a r  years. I n c l u d e  t h e  d a t a  u s e d  t o  c a l c u l a t e  each r a t i o .  

13. S c h e d u l e s  i n  c o m p a r a t i v e  form s h o w i n g  for t h e  t es t  y e a r  

a n d  t h e  year preceding t h e  t e s t  y e a r  t h e  e n d i n g  b a l a n c e  i n  each 

e lec t r ic  p l a n t  a n d  r e s e r v e  a c c o u n t  or s u b - a c c o u n t  i n c l u d e d  i n  t h e  

u t i l i t y ' s  c h a r t  of a c c o u n t s .  

1 4 ,  A copy of K e n t u c k y ' s  Electric C o o p e r a t i v e s  O p e r a t i n g  

Expense  a n d  S t a t i s t i c a l  C o m p a r i s o n s  for t h e  m o a t  r e c e n t  2 y e a r s  

a v a i l a b l e .  

15. The  d a t e  and  t i m e  of t h e  m o s t  recent a n n u a l  members' 

m e e t i n g .  P r o v i d e  t h e  number of m e m b e r s  i n  a t t e n d a n c e ,  t h e  number  

of members v o t i n g  for new board m e m b e r s ,  t h e  number of new board 

members e l e c t e d ,  a n d  g e n e r a l  d e s c r i p t i o n  of t h e  m e e t i n g ' s  a c t i v i -  

ties. 

16. P r o v i d e  a s c h e d u l e  s h o w i n g  a c o m p a r i s o n  of b a l a n c e s  i n  

each o p e r a t i n g  e x p e n s e  a c c o u n t  for each month  of t h e  test y e a r  t o  

t h e  same month  of t h e  p r e c e d i n g  year f o r  e a c h  a c c o u n t  or sub- 

a c c o u n t  i n c l u d e d  i n  t h e  utility's c h a r t  of accounts. See F o r m a t  

5 .  

17. The  estimated dates for draw downs of unadvanced loan 

f u n d s  a t  t e s t - y e a r  e n d  a n d  t h e  proposed u s e s  of these f u n d s .  

18. P r o v i d e  t h e  following w h e r e  not p r e v i o u s l y  i n c l u d e d  i n  

t h e  record: 
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a. A s c h e d u l e  of t h e  p r e s e n t  a n d  proposed ra tes ,  

charges,  t e r m s  a n d  c o n d i t i o n s ,  and service r a t e s  a n d  r e g u l a t i o n s  

w h i c h  t h e  u t i l i t y  s e e k s  t o  c h a n g e ,  shown i n  comparat ive form. 

b. A d e t a i l e d  a n a l y s i s  of c u s t o m e r s '  bills, a d j u s t e d  

t o  a c t u a l  u s a g e  a n d  i n  s u c h  d e t a i l  t h a t  t h e  r e v e n u e s  from t h e  

p r e s e n t  a n d  proposed rates c a n  be r e a d i l y  d e t e r m i n e d .  

c .  A s c h e d u l e  of t e s t  year r evenues  for each rate 

s c h e d u l e  per  b o o k  ra tes ,  p r e s e n t  r a t e s  a n n u a l i z e d ,  and proposed 

rates a n n u a l i z e d .  

d. A s c h e d u l e  s e t t i n g  f o r t h  t h e  e f f ec t  upon average 

consumer b i l l s .  

e .  A s t a t e m e n t  s e t t i n g  f o r t h  es t imates  of t h e  e f f ec t  

t h a t  t h e  new r a t e  or ra tes  will h a v e  upon t h e  r e v e n u e s  of t h e  

u t i l i t y ,  the t o t a l  amoun t  of money r e s u l t i n g  f r o m  t h e  i n c r e a s e  or 

decrease and t h e  percentage increase o r  decrease. 

f .  A s c h e d u l e  s h o w i n g  by c u s t o m e r s  class ( i . e . ,  resi- 

d e n t i a l ,  commercial, i n d u s t r i a l ,  e tc . )  t h e  amoun t  a n d  p e r c e n t  of 
- 

a n y  proposed i n c r e a s e  or decrease in r e v e n u e  d i s t r i b u t e d  to  each 

class. T h i s  s c h e d u l e  is to  be a c c o m p a n i e d  by a s t a t e m e n t  w h i c h  

explains in d e t a i l  the methodo logy  or basis used to  a l loca te  t h e  

r e q u e s t e d  i n c r e a s e  or decrease i n  r e v e n u e  to each of the respec- 

t i v e  c u s t o m e r  classes.  

g. A s c h e d u l e  s h o w i n g  how t h e  i n c r e a s e  or decrease i n  

( f )  above was f u r t h e r  d i s t r i b u t e d  t o  e a c h  r a t e  charge  ( i .e . ,  cus- 

tomer or f a c i l i t y  c h a r g e ,  KWH c h a r g e ,  M c f  c h a r g e ,  e tc . ) .  This 
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s c h e d u l e  is t o  be a c c o m p a n i e d  by a s t a t e m e n t  w h i c h  e x p l a i n s ,  i n  

d e t a i l ,  t h e  m e t h o d o l o g y  or basis u s e d  to a l loca te  t h e  Increase or 

decrease . 
h. A s t a t e m e n t  s h o w i n g  by c r o s s - o u t s  and  i t a l i c i z e d  

i n s e r t s  a l l  proposed changes i n  ra tes ,  charges, terms and condi- 
t i o n s ,  a n d  service rules and r e g u l a t i o n s  for e a c h  ra te  or c h a r g e .  

Copy o f  c u r r e n t  t a r i f f  may be u s e d .  

19. P r o v i d e  t h e  n a m e  and a d d r e s s  of e a c h  m e m b e r  of t h e  

u t i l i t y ' s  Board of Directors along w i t h  his or  h e r  p e r s o n a l  m a i l -  

i n g  address. I f ,  d u r i n g  t h e  c o u r s e  of t h e s e  p r o c e e d i n g s ,  a n y  

c h a n g e s  o c c u r  i n  board m e m b e r s h i p ,  provide a n  u p d a t e  t o  t h i s  re- 

quest. 

20. P r o v i d e  a d e t a i l e d  a n a l y s i s  of the  tota!. c o m p e n s a t i o n  

pa id  t o  each m e m b e r  o f  t h e  board o f  directors d u r i n g  t h e  tes t  

period i n c l u d i n g  a l l  f e e s ,  fringe b e n e f i t s ,  and e x p e n s e s  w i t h  a 

d e s c r i p t i o n  of t h e  t y p e  of m e e t i n g s ,  s e m i n a r s ,  etc.  a t t e n d e d  by 

each member. 

21. P r o v i d e  a d e t a i l e d  a n a l y s i s  of all b e n e f i t s  p r o v i d e d  to 

the u t i l i t y ' s  e m p l o y e e s  i n c l u d i n g  t h e  i t e m i z e d  cost of each 

b e n e f i t  and the a v e r a g e  a n n u a l  cost of b e n e f i t s  per employee. I f  

r e a d i l y  a v a i l a b l e ,  p r o v i d e  t h i s  da t a  by employee c l a a s i f  i c a t i o n  a s  

shown In Format 3. 

22. P r o v i d e  an i t e m i z e d  l i s t i n g  of the costs I n c u r r e d  to  

date for the p r e p a r a t i o n  of t h i s  case and  a n  i t e m i z e d  estimate of 

the total cost  to be i n c u r r e d  for t h i s  c a a e .  I n d i c a t e  any c o s t s  

i n c u r r e d  for t h i s  case t h a t  o c c u r r e d  d u r i n g  t h e  t e s t  y e a r .  
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Done at Frankfort, K e n t u c k y ,  t h i s  3rd day Of J T ,  1986. 

PUBLIC SERVICE COMMISSION 

/&L.L9a 2 L J  
For the Commission 

ATTEST: 

Secretary 



Format 1 

LICKING VALLEY RURAL ELECTRIC COOPERATIVE CORPORATION 

Case No. 9 4 7 5  

ACCOUNT 930 - MISCELLANEOUS E X P E N S E S  

F o r  t h e  1 2  Months Ended 

I tern - Line - No. (a) 

1.  Industry A s s o c i a t i o n  Dues 

2 .  I n s t i t u t i o n a l  A d v e r t i s i n g  

3. C o n s e r v a t i o n  A d v e r t i s i n g  

4. Rate Department Load S t u d i e s  

5 .  Water, and Other T e s t i n g  and R e s e a r c h  

6 .  Directors' F e e s  and E x p e n s e s  

7 .  Dues and S u b s c r i p t i o n s  

8 . M i s c e l l a n e o u s  

9 .  Tota l  

Amount 
0 



F o r m a t  2 

LICKING VALLEY RURAL ELECTRIC COOPERATIVE CORPORATION 

Case No. 9 4 7 5  

ACCOUNT 913 - A D V E R T I S I N G  EXPENSE 

For t h e  12  Months Ended 

(Total Company) 

L i n e  Sales or 
NO I t e m  Promotional Institutional Conservation R a t e  

A d v e r t  is i n  A d v e r t  is inq A d v e r t i s i n g  Case O t h e r  T o t a l  
(a) + ( C )  (d) - 0 T f ) T  

1. Newspaper 

2. Hagazines  and Other 

3. T e l e v i s i o n  

4 .  Rad io 

5. Direct Mail 

6. Sales Aids 

7 .  Total 

8 .  Amount A s s i g n e d  to 
Ky. Retail 
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Format 4 

LICKING VALLEY RURAL ELECTRIC COOPERATIVE CORPORATION 

Case No. 9 4 7 5  

Professional  Service Expenses 

For t h e  1 2  Months Ended 

L i n e  
Item - NO - 

1. Lega l  

2 .  E n g i n e e r i n g  

3 .  A c c o u n t i n g  

4 .  Ot he r 

T o t a l  
.I__ 

R a t e  Case Annual A u d i t  O t h e r  

5 .  Total 




